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PART I — NOTIFICATION

ITEM 1. Significant Parties

List the full names and business and residential addresses, as applicable, for the following

persons:

The issuer requests a waiver of the requirement for the listing of residential addresses of
the directors and officers of the issuer for security reasons. The principal business of the
issuer is owning all of the issued and outstanding stock of Country Bank, a New York
State Chartered commercial bank that has been in operation since 1988. For security
reasons, it is generally considered inadvisable to provide the residence addresses of bank
personnel in public documents because there have been incidents, not at Country Bank, in
which kidnappings of officers or directors or their family members from their homes
have been used as part of bank robbery attempts.

(a) the issuer’s directors:

Name and position
Judith A. Aydelott, director

William J. Burke, director, president
and chief executive officer

Bryan O. Colley, director

Vincent J. Dougherty, director
John G. Flynn, director

Paul Fornaby, director

Patricia M. MacGillivray, director

Regina C. Morini, director

Business Address/Home Address

Westermann Hamilton Sheehy Aydelott & Keenan,
LLP, 222 Bloomingdale Road, Suite 308, 10605/100
Maple Avenue, Katonah, NY 10563

c/o Country Bank, 200 East 42™ Street, New York,
New York 10017/11 Agar Avenue, New Rochelle, NY
10801

The Colley Group, Front Street, Croton Falls, New
York 10519/83 North Salem Rd., Cross River, NY
10518

Country Bank, 200 East 42™ Street, New York, New
York 10017/102 Kemeys Cove, Briarcliff, NY 10510

The Sky Club, 200 Park Avenue, New York, NY
10166/11 Fulton Avenue, Rye, NY 10580

Country Bank, 200 East 42™ Street, New York, New
York 10017/6 Brevoort Rd., Chappaqua, NY 10514

GMIA, Inc., 118 Brook Street, Scarsdale, NY
10583/22 Hunter Dr., Eastchester, NY 10709

Putnam County Legislature, 40 Gleneida Avenue,
Carmel, New York 10512/12 Pine Lane, Mahopac, NY
10541 S .
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Carolyn T. Murphy, director MCI, 200 Park Avenue, 6™ Floor, New York, New
York 10166/60 Landing Drive, Dobbs Ferry, NY

10522
JoAnn M. Murphy, director and Vice = Country Bank, 200 East 42™ Street, New York, New
Chair of the Board York 10017/34 Lakeshore Drive, Eastchester, NY
10709
Joseph M. Murphy, director and Country Bank, 200 East 42" Street, New York, New
chairman of the Board York 10017/34 Lakeshore Drive, Eastchester, NY
10709
Joseph M. Murphy, Jr. director and Country Bank, 200 East 42™ Street, New York, New
executive vice president York 10017/9 Castensen Rd., Scarsdale, NY 10583
Mary J. Murphy, director No current business address/81 Runyon Place,
Scarsdale, NY 10583
Richard C. Petriccione, director Iona College, 715 North Avenue, New Rochelle, New

York 10801/35 Sturbridge Place, Scarsdale, NY 10583

(b) the issuer’s officers:
In addition to the officers named in the above table, the following person is the only
executive officer of the issuer who is not also a director and named in response to Item

1(a) above:

Mario Pastorino, Treasurer, c/o Country Bank, 200 East 42™ Street, New York, New York
10017, residence address: 597 Normandy Village, Nanuet NY 10954.

(c) the issuer’s general partners:
NONE, the issuer is a corporation
(d) record owners of 5 percent or more of any class of the issuer’s equity securities:

- JoAnn M. Murphy, whose information is provided in response to Item 1(a), owns of
record 5% or more of the issuer’s outstanding common stock, the only equity security
that the issuer has outstanding.

(e) beneficial owners of 5 percent or more of any class of the issuer’s equity securities:
JoAnn M. Murphy and Joseph M. Murphy, Jr., both of whose information is provided in
response to Item 1(a), own beneficially 5% or more of the issuer’s outstanding common.

stock, the only equity security that the issuer has outstanding.

(f) promoters of the issuer:
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The directors of the issuer may be considered to be promoters. If so, they are all listed in
response to Item 1(a), and their names and pertinent information is incorporated into the
response to this Item 1(f) to the extent that they are considered promoters.

(g) affiliates of the issuer:

Country Bank, wholly-owned subsidiary, and Country Financial Services, Inc. a
subsidiary of Country Bank, both with offices at 200 East 42™ Street, New York, New
York 10017.

Jo Ann M. Murphy, business address ¢/o Country Bank, 200 East 4™ Street, New York,
NY 10017, home address 34 Lakeshore Drive, Eastchester, New York 10709, owns a
controlling interest in the issuer. She also owns a controlling interest in Value Properties,
Inc., which itself owns a controlling interest in ValueXpress LLC, both of which have an
address at 200 East 42™ Street, New York, NY 10017.

(h) counsel to the issuer with respect to the proposed offering:

Jay L. Hack, Esq., Gallet Dreyer & Berkey, LLP, 845 Third Avenue, New York, New
York 10022, residence address 52 Sammis Lane, White Plains, New York 10605.

(1) each underwriter with respect to the proposed offering:
NONE

(j) the underwriter’s directors:

N/A

(k) the underwriter’s officers:

N/A

(1) the underwriter’s general partners:
N/A

(m) counsel to the underwriter:

N/A

ITEM 2. Application of Rule 262

(a) None of the persons identified in response to Item 1 are subject to any of the
disqualification provisions set forth in Rule 262. C
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(b) If any such person is subject to these provisions, provide a full description including
pertinent names, dates and other details, as well as whether or not an application has been
made pursuant to Rule 262 for a waiver of such disqualification and whether or not such
application has been granted or denied.

N/A
ITEM 3. Affiliate Sales

The proposed offering does not involve the resale of any securities by affiliates of the
issuer. All sales will be made directly by the issuer out of authorized but unissued shares
of common stock.

ITEM 4. Jurisdictions in Which Securities Are to be Offered
(a) The securities are NOT to be offered by underwriters, dealers or salespersons.

(b) The jurisdictions in which the securities are to be offered other than by underwriters,
dealers or salesmen, and the method by which such securities are to be offered, are as
follows:

Jurisdictions: New York, Connecticut, the District of Columbia, Kentucky, New
Hampshire, New Jersey, New Mexico, North Carolina, South Carolina and Virginia.

Method: The issuer will conduct the offering entirely by sending the offering circular, the
order form (included as Exhibit 4) and a cover letter (included as Exhibit 12) directly to
stockholders. The issuer will also provide to broker/dealers, banks and others controlling
stock in street name such number of copies of the offering materials as they may request
for transmission to the beneficial owners of such shares. Except for broker/dealers
holding stock in street name for existing stockholders, the issuer will not use the services
of any broker/dealers, underwriters, marketing agents or similar persons or entities to
assist in the sale of stock.

ITEM 5. Unregistered Securities Issued or Sold Within One Year

(2) The issuer was formed in 2003 in order to effect the corporate reorganization of
Country Bank, a New York State chartered bank which had opened for business in 1988.
On October 31, 2003, the issuer issued its shares in exchange for the issued and
outstanding shares of stock of Country Bank on a one for one exchange basis in a
transaction that was exempt from Registration under Section 3(a)(12) of the Securities
Act 0f 1933. Country Bank Holding Company, Inc., had no significant assets prior to the
reorganization, the rights and interests of security holders in the holding company are
substantially the same as those in Country Bank, and the holding company has
substantially the same assets and liabilities, on a consolidated basis, after the
reorganization, that Country Bank had prior to the reorganization. The reorganization
transaction in which the shares were issued was approved by the New York '
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Superintendent of Banks, the Federal Deposit Insurance Corporation and the Federal
Reserve System. In addition, on December 31, 2003, in order to increase the capital of its
subsidiary bank, the issuer sold 92 shares of its common stock to directors and their
related interests in an offering that qualified for exemption under Rule 505 of Regulation
D. Form D was filed with the Securities and Exchange Commission in January 2004 with
respect to that offering. The information requested in this item for those two transactions
is as follows:

(1) The name of the issuer: Country Bank Holding Company, Inc.
(2) Title and amount of securities issued:

Section 3(a)(12) offering: 1,500 shares.

Regulation D offering: 92 shares.

(3) The aggregate offering price or other consideration for which the shares were issued
and basis for computing the amount thereof:

Section 3(a)(12) offering: shares were issued in exchange for issued and outstanding
shares of stock of Country Bank on a one for one basis. No cash was paid. There were
1,500 shares of stock of Country Bank outstanding at that time so 1,500 shares of stock of
Country Bank Holding Company, Inc. were issued.

Regulation D offering: 92 shares were sold for an aggregate price of $1,041,900. The per
share price of $11,325 was the same as the price in this offering. The price was
determined by the Board of Directors based upon an assessment of earnings, net worth,
business prospects and other factors regarding the existing operations of the issuer, with
the understanding that the issuer would proceed to prepare this Regulation A offering and
offer shares at the same price to all other stockholders

(4) The names and identities of the persons to whom the securities were issued.

Section 3(a)(12) offering: The following table shows the names and number of shares
acquired by each person who acquired stock in the Section 3(a)(12) offering. The table
also shows any known relationship between the named stockholder and the issuer or any
of its officers or directors.

Description of

No. of Relationship of
Name Shares Stockholder to Issuer

CEDE & CO..oiiiieiieetiee e 222 97 shares owned by
directors, the remainder
unknown in street name

KELLY MACGILLIVRAY ......cccovevren 5  Daughter of Director of
Issuer D O O 6




CAILIN ANN MURPHY ..o, 7 Daughter of Director of

Issuer
DOROTHY RFORNABY ......ccoeooven. 5 Mother of Director of
Issuer
JUDITH A AYDELOTT ...l 6 Director of Issuer
BRYAN COLLEY ..oveviiiieeei, 7  Director of Issuer
PATRICIA MACGILLIVRAY ....ccovvve.. 17  Director of Issuer
CAROLYN T. MURPHY ..., 19 Director of Issuer
MARY J MUPRHY ..o, 19 Director of Issuer
REGINACMORINL....coooveveeieeieee, 20 Director of Issuer
JOSEPHM MURPHY JR......ovvenveeee, 38 Director of Issuer
JOANN MURPHY ..o, 565 Director of Issuer
FORUMCBLLC ..o 51 Entity controlled by
Director Paul Fornaby
EOCOLLEY oo 7  Father of Director of
Issuer
ROSANNE LAFAUCI ..........oooeee, 5 Non-executive officer of
subsidiary of Issuer
MICHAEL D. SNEDEN............cceova.. 4  Officer of Affiliate of
Issuer
ANTHONY LAFAUCI ..o, 5 Parent of non-executive
officer of Issuer
WAYSIDE ASSOCIATES...........ooo.. 75 Partnership controlled by
Director Joseph M.
Murphy, Jr.
WILLIAMJBURKE ..., 5 President of Issuer
DEAN WALKER COLLEY ....oovevvrin, 2 Son of Director of Issuer
BRIAN R MURPHY ..o, 3  Son of Director of Issuer
PAUL M MORINI ..o, 3  Son of Director of Issuer
BRUCE DAVID COLLEY ..o 3 Son of Director of Issuer
SEAN MACGILLIVRAY ... 5 Son of Director of Issuer
BRENT ROBERT MURPHY ................ 5  Son of Director of Issuer
RYAN MACGILLIVRAY ... 6  Son of Director of Issuer
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JOSEPH M MURPHY Il ..o

ROSS BURKE.......co oo,

RILEY MARTIN BURKE..............c..ce

AILEEN CALNAN BURKE ...................

MICHELE MURPHY ..o,

IRVING MARKS ...

VAN VARNER ..o

DAVID SCHAFER.....

LAURA POPLACK ...

KATHERINE OCONNOR..............ccon.

THOMAS PORTER..

CHARLES SCHWAB AS CUSTODIAN

ANDREW L GOODENOUGH ..............

RAYMOND WILSON

CLIFFORD PEALE...

NANCY DILL ............

WILLIAM J HART .....

ALAN G ZARETSKY

ARTHUR TROGELE

Son of Director of Issuer

Son of President

Son of President

Son of President

Wife of Director of Issuer

No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship

No known relationship
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ROBERT E DINEEN JR......cccvrv

MAX PETSCHEK ...

PATRICIA R SCHWARTZ............c......

ADRIAN W DEWIND........c.cccoviinins

ROGER D MCLEAN ...,

CLARALPIGAT ..o

JOHN J SEGNIT JR.....cooiiis

MICHAEL HADAIR............ooi i

SALVATORE CALAUTI ...

JOSEPHINE CALAUTI.......ccocv i

BRUCE GILCHRIST ....ccoccieiiiiinn

HOWARD CAR

PENTER....ccconi

ANN ROFFMAN ..o

ELLIOT FIXLER ...ccccoiiriiiiiie

BETTE ANN BENFIELD ...................... _

DIANE FLOOD

KENDYL KMONROE ......ccooeiriiens

PAUL WEISSM

AN

GILBERT SEAVEY ....cccoviiiiiiiiiis

EDWARD HDWYER .......cccoeien,

JOHN C AGOR

SHERRY NILSEN ..o

HAROLD O’CALLAGHAN.............c......

WALLACE E SPENCER ..o

No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship
No known relationship

No known relationship
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JOHNFTEMPLE .......coooviiiiii 5

ROBERT A POWERS TUW ART VLA 5

No known relationship

No known relationship

ANTHONY P LEICHTER .....cccccconnen 6 No known relationship
:mgUSTRIAL PETRO CHEMICALS .... 6 No known relationship
JAMES EMANN .....ccociii, 8 No known relationship
JOHNAMOORE ..., 8  No known relationship

ESTATE OF ROBERT H ABPLANALP 9  No known relationship

WENDY CUSHMAN..........

STEPHANIE WALLACE....

PATRICIAW HATCHER...

EUGENE M GRANT .........

JOHN T WHITE................

................... 9 No known relationship
................... 12 No known relationship
................... 13  No known relationship
................... 14 No known relationship

................... 15 No known relationship

CHARLES SCHWAB AS CUSTODIAN 15  No known relationship

JACKRUBENS ................

ELLOYD A HAUSER.........

................... 30 No known relationship

................... 61 No known relationship

HUDSON VALLEY HOLDING CORP.. 62 No known relationship

Regulation D offering: The following is a list of the purchasers of stock in the Regulation
D offering. All the purchasers were directors except one purchaser that was the Individual
Retirement Account of a director. All purchasers thus qualified as accredited investors.

Name of Purchaser

Judith A, Aydelott ..o,
William J. BUrKe ...ooooviiiciccee e

Bryan O. Colley

Vincent J. Dougherty .........ccccooveeiieiiiieeieeeee e

John G. Flynn....

Paul R. Fornaby

..................................................................

..................................................................

The individual retirement account of JoAnn M. Murphy ...
Joseph M. Murphy, JT. .c..cooviriviiiiiccieicee e

Number of
Shares

2

O = L - \O
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(b) As to any unregistered securities of the issuer or any of its predecessors or affiliated
issuers which were sold within one year prior to the filing of this Form 1-A by or for the
account of any person who at the time was a director, officer, promoter or principal
security holder of the issuer of such securities, or was an underwriter of any securities
of such issuer, furnish the information specified in subsections (1) through (4) of

paragraph (a).
NONE

(c) The issuer relies of Section 3(a)(12) of the Securities Act and Regulation D Rule 505.
See discussion above under Item 5(a) above for a brief statement of the facts relied upon
for the exemptions.

ITEM 6. Other Present or Proposed Offerings

The issuer or any of its affiliates is not currently offering or contemplating the offering of
any securities in addition to those covered by this Form 1-A. However, the issuer and its
subsidiary, Country Bank, are subject to minimum capital ratio regulations of the Board
of Governors of the Federal Reserve System and the Federal Deposit Insurance
Corporation, respectively. In the event that additional capital is required in order to
satisfy those regulations, the issuer may offer additional shares of its stock in the future.

ITEM 7. Marketing Arrangemeﬁts
(a) Briefly describe any arrangement known to the issuer or to any person named in
response to Item 1 above or to any selling security holder in the offering covered by this

Form 1-A for any of the following purposes:

(1) To limit or restrict the sale of other securities of the same class as those to be offered
for the period of distribution;

NONE
(2) To stabilize the market for any of the securities to be offered,;
NONE

(3) For withholding commissions, or otherwise to hold each underwriter or dealer
responsible for the distribution of its participation.

NONE

(b) Identify any underwriter that intends to confirm sales to any accounts over which it
exercises discretionary authority and include an estimate of the amount of securities so
intended to be confirmed.
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NONE

ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

No expert named in the offering statement as having prepared or certified any part thereof
was employed for such purpose on a contingent basis or, at the time of such preparation
or certification or at any time thereafter, had a material interest in the issuer or any of its
parents or subsidiaries or was connected with the issuer or any of its subsidiaries as a
promoter, underwriter, voting trustee, director, officer or employee.

ITEM 9. Use of a Solicitation of Interest Document

No publication authorized by Rule 254 was used prior to the filing of this notification.

PART II - OFFERING CIRCULAR

Begins on following page
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COUNTRY BANK HOLDING COMPANY, INC.
200 East 42™ Street 9" floor
New York, NY 10017
(212) 818-9090

OFFERING CIRCULAR

Up to 97 Shares
Common Stock

$11,325 per share

The shares are not listed on an exchange or the NASDAQ Stock Market. The shares are reported on
the Other-OTC lists (known as the pink sheets) under the symbol “CYHC.”

See “Risk Factors” beginning at page 6 for a discussion of
certain risks of purchasing these shares.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON
THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR THE TERMS OF
THE OFFERING, NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS OF ANY
OFFERING CIRCULAR OR OTHER SELLING LITERATURE. THESE SECURITIES ARE OFFERED
PURSUANT TO AN EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER,
THE COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.

OUR SHARES OF COMMON STOCK ARE NOT DEPQOSITS. THEY ARE NOT INSURED BY THE
FDIC OR ANY OTHER AGENCY, AND ARE SUBJECT TO INVESTMENT RISK, INCLUDING THE
POSSIBLE LOSS OF PRINCIPAL.

Each stockholder of record as of June 30, 2004 has the right to purchase the greater of one share or
their pro rata portion of 189 shares, which is the number offered in this offering plus 92 shares
purchased by directors on December 31, 2003 at the same price as in this offering. The subscription
rights of the directors who purchased on December 31, 2003 are subordinate to the subscription
rights of all other stockholders in this offering. Stockholders may also subscribe for any shares that
remain available if all stockholders do not exercise their priority subscription rights. This offering will
expire on July 30, 2004 at 5:00 pm. At the discretion of the Board of Directors, the expiration date
may be extended to no later than August 30, 2004. There is no minimum number of shares that must
be sold in order for this offering to be consummated. Funds received in payment for shares will be
held in a separate, segregated, non-interest-bearing account at Country Bank pending completion of
this offering. Any subscriptions not applied to purchase stock for any reason will be promptly refunded
in full, without interest.

Date of Offering Circular: June 30, 2004
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We have not authorized any dealer, salesperson or any other person to give any information
or to make any representation related to this offering other than those made in this Offering
Circular. If any other information or representation is given or made, you should not rely on it
as having been given or made by Country Bank Holding Company, Inc. or Country Bank. This
Offering Circular is not an offer to sell or a solicitation of an offer to buy any stock to any
person in any state in which the offer or solicitation is not authorized or in which the person
making the offer or solicitation is not qualified to do so, or to any person to whom it is
unlawful to make the offer or solicitation in that state. The delivery of this Offering Circular or
any sale of stock in this offering does not imply that there has been no change in our affairs

since the date of this Offering Circular.
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SUMMARY

Who are we and what is our business strategy?

We are a bank holding company that owns all the stock of Country Bank, a New York State
chartered commercial bank with five offices in the New York City metropolitan area. Our business
goal is to optimize shareholder value by catering to the banking needs of small businesses in the New
York City metropolitan area. We provide small businesses and individuals involved in commercial
activities with lending and deposit services that fit their needs. We develop our business primarily
through personal service to our customers. Our customers have the advantage of being able to work
with senior officers of our company in obtaining banking services, and thus we seek to distinguish
ourselves from many of our larger competitors who do not provide personalized banking services. We
want to grow our franchise, but we must increase capital to do so because we want to grow safely
while continuing to satisfy federal capital ratio requirements. To implement our goal of optimizing
shareholder value, our operating strategies are to:

» Capitalize on the availability of small business customers in our geographic market through
direct outreach to those customers by our senior staff.

» Leverage the talent of our management team, all of whom have substantial local market
knowledge.

» Concentrate our lending on adjustable-rate or short-term loan products to protect against the
adverse effects of possible future increases in market interest rates.

* Maintain high asset quality by using rigorous approval and credit risk management practices,
with special emphasis on adequate real estate collateral to protect against loan losses.

* Work to increase our volume of demand deposits as a low cost funding source.
What is the stock offering?

We are offering up to 97 shares of our common stock to our existing stockholders as of June
30, 2004, at $11,325 per share. Each stockholder has the first priority right to purchase the greater of:

= one share, or

* his or her pro rata portion of 189 shares, which represents the 97 shares that we are offering
plus 92 shares that were purchased by directors on December 31, 2003 at that same price.
The pro rata portion will be based on the number of shares that the stockholder owned of
record on June 30, 2004 divided by 1,500, which is the number of shares we had outstanding
before the purchase by directors on December 31, 2003.

We are also simultaneously offering any remaining shares to stockholders. Any stockholder
who wants to purchase more than their minimum first priority rights may submit an order for
additional shares. Those orders will be filled out of any shares remaining after first priority
subscription rights are satisfied

Stockholders who want to purchase shares in this offering, including offers for additional
shares, must return their order forms with payment in full by July 30, 2004, unless the Board of
Directors extends that deadline to no later than August 30, 2004.

£3
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We will contribute the net proceeds from the sale of stock to our subsidiary, Country Bank, as
capital. Country Bank will use the capital to satisfy federal capital requirements and for its general
business purposes. We now have 1,592 shares outstanding. We are making the offering ourselves
by sending this offering circular directly to stockholders. We are not using an underwriter or sales
agent. The sale price in this offering is equal to the price that some of our directors paid to purchase
92 shares of our stock on December 31, 2003, in a sale we undertook to increase Country Bank’s
capital before year end. For more information, see the section “The Offering and Our Common
Stock” beginning at page 15.

What are the risks of buying stock in the offering?

In addition to the normal risks of investing in equity securities, there are other risks that apply
to investing in our stock. We describe what we believe are the most substantial risks in the “Risk
Factors” Section at page 6. This is a summary of those risks.

o We need to increase our loan portfolio to improve future earnings.
e We are dependent on our senior officers to implement our business strategy.
¢ One stockholder controls our company.

¢ A continuation of current low market interest rates reduces the benefits of our
adjustable-rate and short-term loans.

¢ Any adverse change in economic conditions in the New York City
metropolitan area could affect our profitability.

¢ Regulatory capital ratio requirements, which we satisfy, may restrict our ability
to grow.

« There is no active market for our common stock.

o We face active competition from many other financial institutions providing
similar products and services.

What business are we engaged in?

Our subsidiary, Country Bank, opened for business in 1988. We have five offices, including
two in Manhattan, two in the Bronx and one in Westchester County. Our primary business is
accepting deposits from the general public and making loans to small businesses. We concentrate on
mortgage loans on commercial, multi-family and mixed-use properties. We invest excess funds that
we cannot lend in investment and mortgage-backed securities, most of which are issued by
government agencies and government-sponsored enterprises such as the Small Business
Administration, the Government National Mortgage Association (Ginnie Mae), the Federal National
Mortgage Association (Fannie Mae) and the Federal Home Loan Mortgage Corporation (Freddie
Mac). On a consolidated basis at December 31, 2003, we had total assets of $320.5 million, total
loans of $162.1 million and total deposits of $287.2 million. We had net income of $706,529 in 2003.
For more information, see the section “Our Business and Financial Affairs” beginning at page 21.

What financial data is being provided to subscribers to evaluate this offering?

Selected financial data is included beginning at page 12. Our audited financial statements
begin at page F-2, towards the end of this offering circular. In the section titled “Our Business and
Financial Affairs,” beginning at page 21, we provide detailed financial information about our business,
especially about our loans, our investments, our deposits, our net interest income, and the sensitivity
of our assets and liabilities to changes in interest rates. In addition, there is a discussion of our
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financial condition at March 31, 2004 and our financial results for the first quarter of 2004 in the
section titled “Summary of Recent Developments” beginning on page 8.
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RISK FACTORS

Please review the following risk factors carefully before deciding whether to purchase any stock
in this offering. This section describes the material risk factors related to purchasing our stock in this
offering.

We need to increase our loan portfolio to improve future earnings. Since year-end 2001,
we experienced substantial growth. Total assets increased from $146 million at year-end 2001 to $320
million at year-end 2003. The growth in our loan portfolio has not been as fast, with total loans
increasing from $85 million at year-end 2001 to $162 million at year end 2003. Therefore, loans as a
percentage of total assets have declined from 58% at December 31, 2001 to 51% at year-end 2003.
Loans are our highest yielding asset category. The decline in loans as a percentage of total assets is
disadvantageous because investment alternatives such as debt securities, bank deposits and federal
funds sold have significantly lower interest rates. Originating new loans with satisfactory risk
characteristics and interest rate sensitivity is important to improving profitability. Although our staff
continues to work to originate loans that satisfy our business plan and our underwriting standards, there
is no guaranty that we will be able to do so.

We are dependent on our senior officers to implement our business strategy. Our business
strategy involves close relationships between our senior officers and our customers. We use those
relationships to distinguish ourselves from other providers of commercial banking services in our market
areas. Our customers know that they can communicate directly with senior officers who will assist them
in satisfying their banking needs. If any of our senior officers ceases to be associated with our company
for any reason, that could have an adverse effect on our business operations.

One stockholder controls our company. JoAnn M. Murphy, a director and Vice Chair of the
Board, is the beneficial owner of 661 shares of our stock, representing 41.5% of the outstanding shares.
Mrs. Murphy’s husband is a member and chairman of the Board of Directors. Four of their children are
also directors and they have beneficial ownership of an additional 241 shares (15.1%) of our stock. This
relationship between the Murphy family and our company could make it difficult or impossible for other
stockholders to obtain approval of transactions which they believe are in their best interests unless Mrs.
Murphy approves those transactions.

A continuation of current low market interest rates reduces the overall benefits of our
adjustable-rate and short-term loans. Our net income is substantially dependent upon our net
interest income, which is the difference between the amount we earn on interest-earning assets such as
loans and securities and the amount we pay on interest-bearing liabilities, principally deposits. In order
to reduce the risk that rapidly fluctuating market interest rates will have an adverse effect on our net
income, we have focused our lending on loans with interest rates that change based on changes in the
prime rate. In a rising interest rate environment, our interest income on those loans should increase.
The recent period of low market interest rates, with the prime rate having been below 5% for more than
two years, has resulted in low current yields to us on these adjustable rate loans, thus reducing the
current benefits we obtain from those loans, although these loans should provide us with future benefits
if market interest rates increase. Although the low market interest rates have also allowed us to
decrease the rates we pay on deposits, the decrease in deposit rates has not been as great as the
decrease in loan yields, resulting in what is known as spread compression. A continuation of low market
interest rates could adversely affect our ability to increase net income.

Any adverse change in economic conditions in the New York City metropolitan area

could affect our profitability. Most of our business involves making loans to and accepting deposits
from individuals and businesses located in the New York City metropolitan area. Many of our loans are
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mortgage loans secured by properties located in and around New York City. Therefore, the economic
conditions and business climate in the New York City metropolitan area have a substantial effect on our
ability to generate income. Adverse local economic conditions can affect the ability of our borrowers to
repay their loans, which has a direct effect on our net interest income. These economic conditions are
outside our control. Although we attempt to minimize the risks of general economic conditions through
prudent loan underwriting and requiring collateral on most of our loans, any future economic downturn
could have an adverse effect on our results of operations.

Regulatory capital ratio requirements, which we satisfy, may restrict our ability to grow.
Our strategy to improve profitability focuses primarily on a two-pronged approach:

. Reinvest cash flows from our low-yielding investment and mortgage-backed securities in
higher yielding loans; and :

o Increase the funds that we have available to invest, especially through growth of low-cost
demand deposits, and then invest those funds in loans at a positive spread over our cost
of those funds.

It is our goal to maintain sufficient capital to be classified as well-capitalized by federal bank
regulators because that provides us with operating and regulatory flexibility and allows us to grow as
appropriate opportunities arise. Due to our growth in the past two years, our capital ratios have declined.
Country Bank was classified as well-capitalized for the first and second quarters of 2003 but was
classified as adequately capitalized (a lower capital level) for the third quarter of 2003. For the quarter
ended December 31, 2003, due primarily to the sale of stock to directors and efforts to curtail growth in
total assets, Country Bank’s leverage capital ratio increased to 5.00%, the minimum necessary to be
classified as well-capitalized. Its total risk-based capital ratio was 10.54%, compared to the 10.00%
minimum necessary to be classified as well-capitalized. The leverage capital ratio directly affects growth
because an increase in assets decreases that capital ratio unless we also increase capital. In addition,
the risk-based capital ratio affects our ability to increase loans as a percentage of total assets because
loans have a higher risk weight than most investment securities, and thus replacing an investment
security with a loan generally has the effect of decreasing the risk based capital ratio even if asset levels
remain the same.

The principal purpose of this offering is to raise additional capital to allow us to continue to be
classified as well-capitalized while we implement our business plan. However, we may complete the
offering and accept the subscriptions that we receive even though we do not sell the 97 shares
($1,098,525 of gross proceeds) that we are offering. Therefore, subscribers cannot be assured that we
will be able to increase our capital by the full amount we seek in this offering.

There is no active market for our common stock. Our common stock is not listed for trading
on an exchange, nor is it traded on the NASDAQ Stock Market. It is reported on the Other OTC lists
(commonly known as the “pink sheets”). To our knowledge, there is no active trading market for our
stock and we believe that purchases and sales occur infrequently. Therefore, any person who
purchases our stock may have difficulty selling the shares. The lack of an active market also means
that upon an attempt to sell, a stockholder may be unable to obtain full value for the shares he or she
wants to sell because of the lack of regular buyers and regular meaningful price quotations.
Furthermore, the lack of an active market makes it more difficult to determine a fair market value and
thus more difficult to judge whether the purchase price in this offering is appropriate.

We face active competition from many other financial institutions providing similar
products and services. Our principal business is owning all the issued and outstanding shares of
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stock of Country Bank. Country Bank operates in the New York City metropolitan area, one of the most
competitive banking markets in the United States. Most of the largest banks in the United States, as
well as many other financial institutions larger than Country Bank, have offices in our market area.
These other institutions are able to compete aggressively for deposits, loans and other banking
services. Aggressive competition may make it more difficult to deploy the proceeds of this offering or to
invest available funds in suitable interest-earning assets with satisfactory yields.

Summary of Recent Developments

The following tables and discussion summarize our financial condition and results of
operations for and as of the three months ended March 31, 2004 and 2003. Information at and for the
three months ended March 31, 2003 and 2004 is unaudited. In the opinion of management, all
adjustments (consisting of normal recurring accruals) necessary for a fair presentation of our results
the three month periods have been made. This information should be read with the more detailed
financial information provided throughout this offering circular. The results of operations for the first
quarter of 2004 do not necessarily reflect what results will occur for the entire calendar year.

Selected Recent Financial Data

Atorforthe 3 months Ended March 31, ;

Selected Financial Condition Data: . 2004 . .2008
TotalAssets . $ 315386816 $ 252,439,158
Loans Receivable, Net 168,400,723 128,266,217 :
Investment Securities 133,824,060 109,100,070 |
Deposits _ 283902,771 224,544,790
Total Borrowings - : 14,500,000 12,500,000
Equity Capital _ . ) 18711,265 0 14,396,151 ¢
Selected Operations Data: ! :
Total interest income N 3442214 2661272
Total interest expense - - o (1,372,278) (1,131,758)
Netinterestincome . ... 2069936 . 1529514
Provisionfor loanlosses . (75,000) (55.000)
Net Interest Income after provision for loan losses 1,994,936 1,474,514
Fees and service charges 255,725 185,967
Gain (loss) on sale of investment securities SO 50,400 . ... . 150,790
Other noninterestincome ... ... . ...B9612: 91,644
Total noninterest income 395,737 428,401
Total noninterestexpense 1,840,327 | 1,828,339
Income before taxes and cumulative effect
_of change in method of recording income taxes 550,346 74,576
Income tax provision - 238,000 | 47,000 |
Income before cumulative effect of changein
method of recording income taxes - 312,346 27,576
Cumulative effect of change in method of . .
recording income taxes - -

Net income (loss) 3 312,346 $ 27576
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SELECTED FINANCIAL RATIOS AND OTHER DATA: -
At or for the 3 months Ended Marcl

Performance Ratios: 2004 2003
Retumn on assets (netincome to average totalassets)* . 039% . 0.05%
Retumn on equity (net income to average equity)* ! 7.99% 0.19%
Average interest rate spread . L .24%% 2.50%
Net interest margin o B 2.86% ‘ 2.88%:
Efficiency ratio” 74.64% 93.33%
Ratio of operating expense to average total assets* 232% 3.14%
Ratio of average interest-eaming assets to

... average interest-bearing liabilities L 11922% . 120.54%
Net income per share* | 784.79 ‘ 73.54
Dividends per share_ ... 18844 . 200.00
Asset Quality Data and Ratios: S U S
Total non-performing loans o 1003000 . 104,000
Other non-performing assets ¢ $294,000 © $118,000
Loans 90 days or more pastdue and still accruing 946,000 . $58,000
Allowance forloanlosses . $932911 $813270
Non-performing assets to total assets atend of period .~ 0.32% 0.04%
Non-performing loans to total loans 0.60% 0.08%

Allowance for loan losses to loans receivable, net ~ 055% |  063%

CapitalRatios: ... ...
Average equity to average assets : 4.93% I 6.36%

Book value per share e $9.869 | $9,597
* Annualized

Balance Sheet Changes — Comparison of Year End 2003 with March 31, 2004.

Our total assets were $315.4 million at March 31,-2004, compared to $320.4 million at
December 31, 2003. The decline in assets was a result of our deliberate efforts to curtail growth in
order to strengthen our capital ratios. We approached the task by focusing on reducing our deposit
liabilities and funding that reduction through normal payments received on our investment portfolio
coupled with the sale of securities classified as available for sale. We achieved the decline in deposits
by reducing the competitive rates we paid on our deposits, a strategy which we adopted during the
second half of 2003 and continued during the first quarter of 2004. As a result, total deposits declined
from $287.2 million at year-end 2003 to $283.9 million at March 31, 2004.

Prime savings deposits, our largest deposit category and the category that we had previously
priced most aggressively, declined from $180.3 million at year end to $175.8 million at the end of the
first quarter. In contrast, we continued to seek non-interest bearing demand deposits to provide a
zero cost funding source, and those deposits increased from $44.4 million to $45.4 million during the
first quarter.

Despite the decline in total assets, our loan officers worked throughout the first quarter to
increase our loan portfolio to improve profitability. Loans, net, our highest yielding asset category,
increased from $162.1 million at year end 2003 to $168.4 million at the end of the first quarter of
2004. We funded the increase in loans primarily with principal payments on mortgage-backed
securities and the proceeds from the sale of investment securities available for sale. This is
consistent with our strategy to increase net interest income, and hence profitability, by redeploying
funds invested in lower-yielding investment securities into higher yielding loans.

During the first quarter of 2004, a loan with a principal balance of $532,000 that was 90 days
past due but on which we were still accruing interest at year end 2003, was paid in full, including all
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principal, past due interest and other charges. The remaining $340,000 of loans to the same group of
borrowers, which were also 90 days past due at year end but still accruing interest, were brought
current as to the payment of principal and interest.

Income Statement Developments — Comparison of the First Quarter of 2004 with the First
Quarter of 2003.

Our net income was $312,300 during the first quarter of 2004 compared to $27,600 during the
first quarter of 2003. The principal reason for the improvement was a 35.3% increase in net interest
income from $1.5 million during the first quarter of 2003 to $2.1 million during the first quarter of
2004. This improvement was the result of controlled growth, coupled with actions we took to reduce
our cost of funds.

Our average balance of interest-earning assets increased 38.1%, from $221.7 million in the
first quarter of 2003 to $306.2 million in the first quarter of 2004. This increase was the primary cause
of a $781,000, or 29.3%, increase in interest income from the 2003 quarter to the 2004 quarter.
However, the increase due to the additional interest-earning assets was moderated by a decrease in
the yield we earned on those interest earning assets. Our average yield earned declined 27 basis
points from 4.85% in the first quarter of 2003 to 4.58% during the first quarter of 2004.

Throughout 2003 and the first quarter of 2004, our loan department worked to originate loans
in order to maintain and increase our ratio of loans to total interest-earning assets. Due to a dramatic
increase in our investment portfolio during the first three quarters of 2003, loans represented a
declining percentage of interest-earning assets during that period, despite the efforts of our loan
officers to originate loans. This trend reversed beginning in the last quarter of 2003 and continued in
the first quarter of 2004, and thus loans as a percentage of average interest-earning assets were
slightly higher (54.1% versus 53.9%) during the first quarter of 2004 than during the first quarter of
2003. Although management intends to exert efforts to continue to build our loan portfolio, various
factors, such as general economic conditions, the demand for commercial mortgage loans and
commercial business loans, and market interest rates, could make it difficult for us to continue
increasing loans as a percentage of interest-earning assets.

Our average interest-bearing liabilities also increased 39.7%, from $183.9 million in the first
quarter of 2003 to $257.0 million in the first quarter of 2004, which had the effect of increasing our
interest expense. The increase occurred primarily during the first nine months of 2003, as we worked
to increase the level of deposits and thus provide funds for investment in interest-earning assets. The
increase in interest-bearing liabilities was the primary reason for a $241,000, or 21.3%, increase in
interest expense when comparing the first quarter of 2003 to the first quarter of 2004. However, a 35
basis point decline in our cost of funds from 2.50% in the 2003 quarter to 2.15% in the 2004 quarter
partially offset the increase in interest expense caused by the increase in the volume of interest-
bearing liabilities. Both assets yields and our cost of funds declined due to lower market interest
conditions. In September 2003, we decreased the rate we paid on our prime savings deposit product
by 25 basis points in order to curtail growth and improve profitability by lowering our cost of funds.

The overall effect of the increase in interest income and the lesser increase in interest
expense was a $540,000, or 35.3%, increase in net interest income. This was driven principally by the
increase in the volume of assets and liabilities, enhanced by an 8 basis point increase in spread from
2.35% in the first quarter of 2003 to 2.43% in the first quarter of 2004.

We increased our provision for loan losses from $55,000 during the first quarter of 2003 to
$75,000 during the first quarter of 2004. We did so in recognition of the increase in the size of our
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loan portfolio.

Non-interest income declined 8.1%, from $428,000 for the first quarter of 2003 to $396,000 for
the first quarter of 2004. The decline was almost entirely a function of a $100,000 decline is gains on
sales of securities, as level market interest rates reduced opportunities for gains on sales of debt
securities. This decline was partially offset by increases in bank fees due to increased transaction
activity in both deposits and loans.

Non-interest expenses increased $12,000, or less than 1%, from the first quarter of 2003 to
the first quarter of 2004, primarily due to $36,000 of expenses in connection with our holding
company and a $15,000 increase in occupancy expense. Salaries and benefits expense declined
$33,000, primarily due to a staff restructuring, which partially offset the increase in other categories.
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Selected Financial Data

Set forth below are selected financial and other data at or for the year ended as shown. This
financial data is derived in part from, and should be read in conjunction with, the Financial Statements
and Notes to Financial Statements included at the end of this offering circular beginning at page F-2.

Selected Financial Condition Data:
Total Assets

Loans Receivable, Net

Investment Securities

Deposits

Total Borrowings

Equity Capital

Selected Operations Data:

Total interest income
Total interest expense

Net interest income

Provision for loan losses

Net Interest Income after provision for
loan losses

Fees and service charges

Gain (loss) on sale of investment
securities

Other noninterest income (1)
Total noninterest income

Total noninterest expense

Net income before tax
Income tax provision

Net income

(1) Other noninterest income in 2001 includes approximately $4.6 million representing the pre-tax gain

At or for the Year Ended December 31,

2003 2002 2001
$ 320,471,079 $ 216,877,121 $ 145,783,690
162,054,313 116,682,148 84,529,095
143,118,410 59,750,603 41,655,817
287,196,385 196,197,210 130,502,009
16,500,000 5,000,000 -
15,655,512 14,858,867 13,779,016
11,898,521 9,741,913 9,897,379
(5,415,192) (3,804,259) (3,846,221)
6,483,329 5,937,654 6,051,158
(75,000) (60,000) (300,000)
6,408,329 5,877,654 5,751,158
959,289 797,781 731,490
657,067 1,766,314 411,631
166,682 108,063 4,801,438
1,783,038 2,672,158 5,044,559
7,081,837 6,474,472 6,397,380
1,109,530 2,075,340 5,208,337
403,000 419,490 2,198,104
$ 706,530 1,655,850 3,100,233

on the disposition of our Carmel office and the banking business at that office.
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SELECTED FINANCIAL RATIOS AND OTHER DATA:

Performance Ratios:

Return on assets (net income to average total assets)

Return on equity (net income to average equity)

Average interest rate spread

Net interest margin

Efficiency ratio

Ratio of operating expense to average total assets

Ratio of average interest-earning assets to
average interest-bearing liabilities

Net income per share (1)

Dividends per share

Dividend payout ratio

Asset Quality Data and Ratios:

Total non-performing loans

Other non-performing assets

Loans 90 days or more past due and still accruing (2)
Allowance for loan losses

Non-performing assets to total assets at end of period
Non-performing loans to total loans

Allowance for loan losses to loans receivable, net

Capital Ratios:
Average equity to average assets
Book value per share

Other Data
Number of banking offices

At or for the Year Ended December 31,

2003 2002 2001
0.25% 0.89% 2.15%
4.91% 11.61% 22.48%
2.06% 2.81% 3.71%
2.41% 3.34% 4.52%

85.67% 75.20% 53.33%
2.53% 3.47% 4.43%

117.25% 124.76% 128.17%

$471.33 $1,103.90 $2,066.82

$500.00 $500.00 $800.00

106.08% 45.29% 38.71%

$1,908,000 $ 101,000 $ 978,000
$§ 294,000 $ 118,000 § -
$1,850,000 $ 56,000 $ 629,000
$ 852328 § 745,140 §$ 778,615
0.69% 0.10% 0.67%
1.17% 0.09% 1.15%
0.53% 0.64% 0.92%
5.14% 7.65% 9.55%
$9,822 $9,906 $9,186
5 5 5

(1) Other noninterest income in 2001 includes approximately $4.6 million representing the pre-tax gain on
the disposition of our Carmel office and the banking business at that office.

(2) In 2003, includes a loan with a principal balance of $532,000 that we collected in full in February 2004.
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Our Business Strategy

In 2001, we sold our existing headquarters office in Carmel, New York, and the related
banking business in order to increase our capital and concentrate our efforts closer to New York City.
The sale improved our capital ratios, both through a reduction in total assets as a resuit of the
disposition of the office, and through an increase in our capital as a result of the gain we realized on
the sale. Since 2001, our business strategy has been focused on increasing shareholder value and
improving our franchise through the following strategic steps:

* Commercial Lending. Loans are our most important asset category because they generate
higher yields than other investments that we are permitted to make. Therefore, we concentrate
our efforts on building our loan portfolio. Our subsidiary, Country Bank, is a commercial bank and
we focus our efforts on the commercial sector of the banking business.

> Leverage Our Expertise. We have a dedicated staff of experienced commercial
lenders with substantial knowledge of the real estate market in the New York City
metropolitan area. We seek to garner new customers for our loan products by putting
senior officers in direct contact with potential borrowers to develop relationships at a
high level, so that borrowers are not shunted down stream to low level staff. Thus,
customers and potential customers, many of which are small businesses that larger
banks ignore, know that we care about their business and want to serve their financial
needs.

» Focus on Mortgage Lending. We concentrate our lending on commercial mortgage
loans because we believe that mortgage loans to businesses provide an appropriate
balance between the lower yields of mortgage loans to consumers and higher yields of
non-mortgage loans to businesses. We make non-mortgage loans to businesses as
the second largest category of loans in our portfolio, but we do so only selectively after
a careful evaluation of the borrower. Although non-mortgage loans to businesses
generally have higher yields than mortgage loans, they also present higher risks.

* Maintain Interest Rate Sensitivity. We seek to avoid interest rate risk by making loans and
purchasing securities with either adjustable interest rates or short terms to maturity. In periods of
rising interest rates, which many financial experts predict in the foreseeable future, long-term fixed
rate loans and investments can have a disastrous effect on net income because the rate earned
stays constant while the cost of funds increases. We have worked hard to avoid that problem, and
at December 31, 2003, 77.5% of our loan portfolio had adjustable interest rates and 22.5% had
fixed rates. We estimate that approximately 82% of our [oan portfolio will mature or the interest
rate will adjust within one year, and less than 2% will mature or reprice in more than 5 years.
Similarly, we estimate that 72% of our securities will mature or reprice in less than one year, and
96% will do so in less than 3 years. Aithough this may cause us to forgo some interest income
because the yields on adjustable or short-term investments tend to be lower, we believe that our
long-term health is strengthened by this approach.

* Prudent Growth of Our Total Asset Base. We also believe it is important to continue to grow
our total asset base by increasing both deposits and investments. This will provide us with a
higher level of interest income from a larger portfolio of interest-earning assets. We also intend to
work to increase the ratio of noninterest demand deposits to total deposits to provide funds for
that growth at lower cost. In order to grow in a safe and prudent manner, we are seeking to
augment our capital through this offering so that our capital ratios all remain at the level
considered “well-capitalized” by federal bank regulators.
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The Offering and Our Common Stock

We are offering shares of our common stock to our stockholders of record on June 30, 2004
(the “Record Date”). We had approximately 91 stockholders of record on that date. We are making the
offering by sending this offering circular, a cover letter and an order form directly to our stockholders.

Each of those stockholders will have the first priority right to purchase the greater of:

* One share of our stock, or

= The number of shares of our stock as is equal to 189 shares multiplied by a fraction. The
fraction will be equal to the number of shares that the stockholder owned of record on the
Record Date, divided by 1,500. The 189 shares is equal to the number of shares in this
offering plus 92 shares purchased by directors in December 2003 at $11,325 per share and
1,500 is the number of shares we had outstanding prior to that purchase by directors.

The purchase price will be $11,325 per share. Ware not using an underwriter or selling agent
in this offering and we will not be paying a commission to anyone in order to assist in the selling
effort. There is no minimum number of shares that we must sell in order to complete this offering.
Stockholders may not transfer the right to subscribe. This offering will expire automatically unless we
receive his or her order form with payment in full no later than July 30, 2004, at 5:00 p.m., New York
time. Our Board of Directors may elect to extend that deadline to no later than August 30, 2004.

Some of our directors purchased a total of 92 shares of our stock on December 31, 2003, for the
same price, $11,325 per share. Those purchasers have agreed that if they want to purchase exercise
their priority right to subscribe, their subscriptions will be subordinate to priority rights subscriptions by
other stockholders.

Stockholders may also submit second priority orders to purchase additional shares of our stock
that may remain after all first priority subscriptions are satisfied. In the event of an oversubscription,
share available shares will be allocated pro rata, based upon the number of additional shares ordered.

Shares purchased by directors on December 31, 2003, will be excluded from all calculations and
allocations to the extent necessary to treat all stockholders equally.

We will not allocate or sell any fractional shares. All calculations resulting in the right to
purchase a fractional share will be rounded down to the next lowest whole number of shares.

Use of Proceeds

We intend to use a portion of the proceeds to pay the costs of this offering, which we estimate
will not exceed $65,000, regardless of the number of shares we sell. The net proceeds will depend on
the number of shares sold. We intend to contribute the entire net proceeds from this sale of stock to our
subsidiary, Country Bank. The entire net proceeds will increase our capital and will also become part of
Country Bank’s capital. Therefore, the entire net proceeds will be counted in satisfying FDIC capital
requirements for Country Bank and Federal Reserve Board capital requirements for our holding
company. We anticipate that Country Bank will initially invest the new capital in investment securities
and other short term investments, pending reinvestment in loans as appropriate opportunities arise. We
do not intend to use the proceeds to purchase equipment or to open any new facilities.

Country Bank opened for business in 1988. From 1988 through mid-1994, the bank had one
deposit taking facility, its main office in Carmel, New York. Beginning in 1994, the bank began a
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program of expansion. In 1994, the bank opened its first branch in the Woodlawn section of the Bronx.
In the intervening years, the bank has opened branches in the Riverdale section of the Bronx, the Town
of Eastchester (Scarsdale post office), and two branches in midtown Manhattan. In 2001, the bank sold
its Carmel main office to concentrate its efforts closer to New York City. Since the sale of the Carmel
office, total assets have increased dramatically, to $320.5 million at year-end 2003.

Under the regulations of the FDIC, a bank is required to maintain minimum ratios of capital to
assets to be qualified as “adequately capitalized.” Above the minimum levels, there is a higher category,
“well capitalized.” The Federal Reserve Board has similar capital regulations that apply to us at the
holding company level. If an institution is classified as well capitalized and is not experiencing any other
problems, then it is entitled to operational flexibility and easier application procedures for some types of
transactions. For example, being well capitalized allows Country Bank to:

Accept brokered deposits and other deposits that the FDIFC deems to be brokered deposits;
Engage in activities through different types of subsidiaries that may not be permissible for the
Bank to engage in directly; and

o Engage in activities that require FDIC approval, such as opening new branches, without length
waiting periods.

As a bank holding company, we can elect to become a financial holding company, which allows
us to engage in additional securities, insurance and merchant banking activities directly at the holding
company level or through non-bank subsidiaries. Unless Country Bank is well-capitalized, we cannot
elect to be a financial holding company. if we have already elected to be a financial holding company
and Country Bank subsequently ceases to be well capitalized, we might be required to cease engaging
in the additional activities permitted to financial holding companies. Although we have not elected to be
a financial holding company, our Board of Directors may decide to do so in the future. Thus, if Country
Bank is not well capitalized, our ability to elect to engage in certain businesses permitted to financial
holding companies would be restricted.

It is our goal to be well-capitalized at the holding company level and also for Country Bank to
have capital ratios sufficient to be classified as “well capitalized. ” Country Bank was classified as well
capitalized through the second quarter of 2003. Due to asset growth, it was classified as adequately
capitalized but not well capitalized for the third quarter of 2003. It was again classified as well-capitalized
for the fourth quarter of 2003 due principally to the additional capital we raised by selling stock to
directors. However, there was very little margin above the capital necessary to qualify as well
capitalized. The principal purpose of this offering is to provide funds that we can contribute to Country
Bank as additional capital so that it can continue to increase its assets in a safe and sound manner
while remaining classified as well capitalized. We also want to provide all stockholders with the same
purchase opportunity that was available to directors in December 2003.

Determination of Price

Since there is no active trading market for our stock, we have not been able to rely upon market
quotations to establish a price. Therefore, the Board of Directors considered the following factors in
determining the $11,325 per share price:

=  Our net worth and net income.

* The prices at which purchases and sales of our stock were reported to have occurred based
upon information known to our directors.

*  The lack of a market for our common stock.

» The risk factors outlined above under the caption “Risk Factors.”
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* The dividend history.
* The price which directors were wiling to pay for the stock, coupled with the fact that
stockholders would be offered the stock at the same price.

Subscriptions.

Subscription Procedure. Anyone who wants to purchase shares must complete an order form,
in the form distributed with this offering circular, and return it to us at our main office, 200 East 42"
Street, ninth floor, New York, NY 10022, accompanied by payment in full for the shares ordered. The
deadline for our receipt of order forms is 5:00 pm, New York time, on July 30, 2004, subject to extension
by the Board of Directors to no later than August 30, 2004. Stockholder priority rights will automatically
expire if we do not receive the order form and payment by that deadline. Subscribers may not withdraw
or revoke their orders once they submit the order until August 31, 2004. We are not responsible for
order forms that are lost in the mail or that we do not receive for any other reason. Once we issue
shares of stock in this offering, those shares will not be subject to the restrictions on transfer that apply
to subscription rights.

We may reject, but are not required to reject, any subscription that does not satisfy the
requirements described in this offering circular, and we have the right to waive those requirements. We
will refund all funds we receive on subscriptions that we reject promptly after the rejection, without
interest.

Stockholders who desire to purchase more than their pro rata share of the 97 shares offered
should submit order forms for the full amount of shares they want to purchase. We will
promptly refund any excess payments in full, without interest. In no event will the total
number of shares we sell in this offering exceed 97 shares.

Termination and Extension. We may terminate or withdraw this offering at any time. In no
event will this offering extend beyond sixty days after the date of this offering circular unless we give
subscribers the right to withdraw or cancel their orders.

Retention of Subscription Funds Pending Completion. Until we accept subscriptions and
sell shares in this offering, we will hold all subscription funds in a separate segregated deposit account
at Country Bank under our control. The funds will be insured by the FDIC up to applicable limits. We will
not pay interest on those funds. If we abandon this offering for any reason, then we will promptly refund
any subscription payments in full, without interest.

Partial Closing. We have the right to accept subscriptions and issue shares for those
subscriptions, while we continue to offer shares. We may decide to do so if we want to take in the
additional capital to increase the capital of Country Bank while we continue to offer stock. We will only
be able to do so for first priority subscriptions. Oversubscriptions will have to be held until the deadline
for submitting first priority subscriptions because only then will we know how many shares are available
to satisfy ocersubscriptions.

Income Tax Consequences. We believe that the right to subscribe to purchase shares of our
stock is not a taxable dividend or other taxable distribution to our stockholders. Stockholders should
consult with their tax advisors regarding the tax consequences of their purchase and ownership of our
stock.
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Purchase Restrictions. Under New York and federal laws, approval from federal and state
bank regulators may be required in order for a person, firm or corporation, individually or acting together
with others, to acquire more than 10% of our outstanding stock, or to vote that stock. Stockholders who
individually, or with others acting together, seek to purchase in this offering sufficient shares so that their
percentage ownership could exceed 10% should consult with legal counsel before submitting an order
form to insure that they comply with all applicable laws.

Participation by the Board. As we have discussed above, directors and their related interests
have already purchased 92 shares of our stock as of December 31, 2003, for the same purchase price
that applies in this offering. Directors may subscribe to purchase additional shares in this offering, but
subscriptions from directors who purchased stock on December 31, 2003 will be subordinate to the first
priority subscriptions of other stockholder. We will apply the same allocation rules that apply to other
stockholders. None of our directors, officers or employees, nor directors, officers or employees of
Country Bank, will receive any compensation, other than normal existing salaries, in connection with, or
as a result of, this offering.

Dilution

We have not sold any stock during the past five years at less than the $11,325 price in this
offering. In December 2003, to provide funds for an immediate infusion of capital to Country Bank, our
directors and their affiliates purchased 92 shares of our stock at $11,325 per share. The purchasers all
agreed to waive their right to receive any dividends paid in early 2004 with respect to the shares that
they were purchasing. The shares that they purchased are identical in all respects to the shares offered
in this offering, except that they are subject to a customary legend restriction because they were issued
in an unregistered offering exempt under Regulation D of the Securities and Exchange Commission.

Our book value per share was $9,822 at December 31, 2003, including the 92 shares sold to
directors. Excluding those 92 shares and after deducting the related net proceeds from that sale, the
book value per share was $9,730, which means that each stockholder owning stock on December 31,
2003 before the sale to directors experienced $92 per share of book value accretion as a result of
that sale, and each director who purchased stock suffered $1,503 book value dilution per share on
the shares that he or she purchased on December 31, 2003. On a pro forma basis at December 31,
2003, assuming the sale on that date of 50 shares of stock in this offering with expenses of $65,000,
book value per share would be $9,828. The comparable pro forma book value per share at December
31, 2003, assuming the sale all 97 shares of stock at $11,325 per share, would be $9,875.

Description of Our Common Stock

General Information. All the shares we offer in this offering are common stock, par value $0.10
per share. Our certificate of incorporation authorizes us to issue 2,500 shares of common stock, of
which 1,692 shares are now outstanding. We have no other class of stock authorized or outstanding.
We have no stock option plans and we have no outstanding options to purchase our stock. Each
outstanding share is entitled to one vote for each matter to be voted on by stockholders. Stockholders
do not have cumulative rights in the election of directors. Each share sold in this offering is entitled to
participate equally with all other shares of common stock in any dividends that our Board of Directors
may declare. There are no pre-emptive rights to subscribe for additional shares of our common stock
that we may issue in the future. '

All outstanding shares of our stock will share equally in our assets remaining after the payment
of all creditors, in the unlikely event of a complete liquidation. The rights of holders of our stock are
subordinate to the rights of depositors and other creditors of Country Bank and to creditors of Country
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Bank Holding Company, Inc. Our shares of stock are not deposits or accounts and they are not
guaranteed or insured by Country Bank, the FDIC or any government agency.

Federal and state laws both contain provisions which require advance regulatory approval before
a person can acquire or vote 10% or more of the common stock of a bank holding company or a
company that owns 100% of the stock of a bank. A person or group would be required to satisfy those
legal requirements before acquiring control of our company. Federal and state laws also require
regulatory approval before a bank may engage in a merger, sale of substantially all of its assets, or
certain other business combinations. These laws could delay, defer or prevent a change in control of our
holding company or Country Bank.

Our bylaws provided, as did the bylaws of Country Bank before our holding company
reorganization, that the affirmative vote of at least two-thirds of our outstanding voting shares and the
affirmative vote of a majority of all our directors is necessary to approve a merger or consolidation or a
sale, lease or exchange of all or substantially all of our assets. Our bylaws also provide that the Board
may consider the value of our company as an independent entity when evaluating a business
combination proposal and may consider the legal, social and economic effects on our employees,
customers and communities when determining what is in our company’s best interests.

There are no outstanding options, warrants or rights to acquire any of our stock from us
except for the rights being given to our stockholders in this offering.

Market for Our Common Stock. Our common stock is not currently traded on an exchange
and is not listed for trading on any of the various NASDAQ trading systems. It is reported as an
“Other-OTC” stock on what are commonly known as the “pink sheets.” The NASD has assigned us
the symbol “CYHC”. We do not believe there is an active public trading market for our common
stock. Due to the lack of a public trading market for our stock, we do not believe that high and low
bid quotations for our stock are meaningful and a review of Internet stock quotation services shows
no reported sales in the five months ended March 1, 2004, and does not show a current bid and ask
quotation.

Indemnification. We have not entered into any indemnification agreements with any
director, officer, underwriter, sales agent or any other person in connection with this offering. Under
the New York Business Corporation Law, directors and officers of a corporation are entitled to be
indemnified by the corporation if the person is wholly successful in the defense of a civil action or
proceeding brought against such person in his capacity as a director or officer of the corporation. In
addition, our Board of Directors may indemnify officers and directors against any liability imposed
upon them, and costs of defense, in an action brought against them in their capacity as a director or
officer, even if they are found to be liable or if there is a settlement of a claim, provided that they
acted, in good faith, for a purpose which the indemnified person reasonably believed to be in our best
interests and, in criminal actions or proceedings, in addition, had no reasonable cause to believe that
his or her conduct was unlawful. Our bylaws include a general indemnification provision which
provides that we will indemnify our directors and officers from liability to the full extent authorized by
law, if the director or officer is made, or threatened to be made, a party to an action or proceeding,
whether criminal or civil, because the person was our director or officer or serves or served any other
corporation in any capacity at our request.

We have no indemnification agreements, resolutions or bylaw provisions expressly providing
for indemnification under federal or state securities laws, but the general indemnification provisions
discussed above may apply, depending upon the facts. In the opinion of the Securities and Exchange
Commission, indemnification against liability for a violation of the Securities Act of 1933 is against
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public policy and is, therefore, unenforceable. If a director or officer asserts a claim for
indemnification against such liabilities (other than the payment of expenses incurred or paid in the
successful defense of any action, suit or proceeding), we will, unless our attorneys advise us that the
issue has been settled by the courts, submit to a court the question whether our indemnification is
against public policy. We agree that the court’s final decision will govern whether we pay
indemnification.

Dividends. Under the New York Business Corporation Law, we are permitted to pay dividends
unless we are insolvent or would be made insolvent by the payment of the dividend. However, our
source of funds to pay dividends will be dividends paid to us by our subsidiary, Country Bank, and
thus the New York Banking Law provisions limiting the payment of dividends by Country Bank have a
substantial effect on our ability to pay dividends to our stockholders.

The New York Banking Law provides that Country Bank may declare dividends annually, semi-
annually or quarterly. Dividends may be declared from net profits, so long as there is no impairment of
capital stock. Impairment of capital stock would occur if the stockholder's equity of Country Bank was
less than $3,184,000, which is the number of shares of Country Bank outstanding (1,592) multiplied by
its par value ($2,000 per share). At December 31, 2003, Country Bank’s stockholder’s equity was
$15,677,000. The approval of the New York Superintendent of Banks is required if the dividends
declared in any calendar year exceed net profit for the current year plus retained net profit for the two
preceding years, minus any mandatory transfers to surplus. Country Bank has not been required to
make any mandatory transfer to surplus. Net profits are determined in accordance with the New York
Banking Law under accounting rules similar, but not identical, to accounting principles generally
accepted in the United States.

Country Bank, prior to our holding company reorganization, paid dividends of $500 per share in
2003 and $500 per share in 2002. We have paid dividends of $200 per share thus far in 2004. The
declaration of dividends is discretionary with the Board of Directors. The payment of dividends in the
past should not be interpreted as a promise or guaranty that the Board of Directors will declare
dividends in those amounts in the future.

FORWARD-LOOKING STATEMENTS

When used in this offering circular or in our future public or shareholder communications, or in
oral statements made with the approval of an authorized executive officer, the words or phrases "will
likely result,”" "are expected to," "is anticipated,” "estimate,” "project," "believe" or similar expressions
are intended to identify "forward-looking statements ". In addition, disclosures and information
customarily provided by financial institutions, such as an analysis of the adequacy of the loan loss
allowance or an analysis of the interest rate sensitivity of assets and liabilities, are inherently based

upon predictions of future events and circumstances and constitute forward-looking statements.

A variety of factors could cause our actual results and experience to differ materially from the
anticipated results or other expectations expressed in the forward-looking statements. Some of the
risks and uncertainties that may affect the operations, performance, development and results of our
business, the interest rate sensitivity of our assets and liabilities, and the adequacy of our loan loss
allowance, include but are not limited to the following:

. deterioration in local, regional, national or global economic conditions which could resuilt,
among other things, in an increase in loan delinquencies, a decrease in property values,
or a change in the housing turnover rate;
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. changes in market interest rates or changes in the speed or frequency of market interest
rate changes;

. changes in laws and regulations affecting the financial services industry;
. changes in competition; and
. changes in consumer preferences.

Please do not place undue reliance on any forward-looking statements, which speak only as of
the date made, and remember that many factors, including those described above, could affect our
financial performance and could cause our actual results or circumstances for future periods to differ
materially from those we anticipate or project in any forward-looking statement.

We do not undertake, and we specifically disclaim any obligation, to revise publicly any
forward-looking statement to reflect the occurrence of events or circumstances after the date of the
statement.

OUR BUSINESS AND FINANCIAL AFFAIRS
General

We are a bank holding company registered with the Board of Governors of the Federal Reserve
System. Our principal business activity is owning our wholly-owned subsidiary, Country Bank. Country
Bank is a New York State chartered commercial bank. The principal place of business of both Country
Bank Holding Company, Inc. and Country Bank is 200 East 42™ Street, ninth floor, New York, NY
10017, telephone number (212) 818-9090. Country Bank operates from its main office and four
branches.

On November 1, 2003, Country Bank, after receiving approval from its stockholders and both
federal and state bank regulators, reorganized into the holding company form of organization so that it
became a wholly-owned subsidiary of Country Bank Holding Company, Inc. For the purposes of this
discussion, words like “we,” “our,” “us” and similar terms refer to Country Bank Holding Company, Inc.

and Country Bank on a consolidated basis.

We have been and intend to continue to be a community oriented financial institution offering
financial services to our local communities. We focus on the needs of small businesses and individuals.
We attract deposits primarily from small businesses and individuals and we use those deposits, together
with other funds, to make loans and other investments. At December 31, 2003, we had total assets of
$320.5 million, total deposits of $287.2 million, net loans of $162.1 million and stockholders' equity of
$15.7 million.

Our business consists principally of attracting deposits from the general public and using those
funds to make loans and to invest in government and government agency debt securities. Revenues
come principally from interest on loans and debt securities. Our deposit taking operations also generate
transaction or account maintenance fees and we derive income from originating loans for others. We
do not invest in equity securities except for the stock of the Federal Home Loan Bank of New York,
which investment is necessary for Country Bank to continue to be a member of the Federal Home Loan
Bank of New York. Country Bank is a member in order to be able to utilize its borrowing facilities.

Our deposit accounts are insured by the FDIC up the maximum limit that the law allows. We
solicit deposits principally from our market area.
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Country Bank has a subsidiary, Country Financial Services, Inc., that was formed as a New York
corporation in 1999 to hold title to the former main office building of the bank. That building was sold in
2001, and in 2002 the subsidiary became a licensed insurance broker engaged in the business of
brokering the sale of life insurance and similar insurance products. The subsidiary offers these products
to customers of Country Bank though a joint venture with an independent insurance agent. The activities
of the subsidiary are relatively insignificant compared to our lending, investment and deposit-taking
activities. The subsidiary’s business represents less than 1% of our total revenues and it has not made
a material contribution to our net income. We are in the process of analyzing the subsidiary’s business
with a view towards determining whether to continue its operations and, if so, how we may be able to
restructure those operations so that it makes a more significant contribution to revenues. We do not
intend to make material investments in the subsidiary to support its operations.

Market Area and Competition. Our market areas include the southwest section of
Westchester County and the northwest Bronx, which are areas serviced by our Scarsdale branch and
our two Bronx branches, as well as midtown Manhattan, which is serviced by our two Manhattan offices.
The Bronx and Manhattan portions of the market area are urban areas that include many areas of
dense residential and commercial occupancy, although they also include some single family residences.
The Westchester County communities are primarily suburban residential communities with substantial
concentrations of single family residences, apartment buildings, co-operatives and condominium
apartment buildings. There are also many commercial areas, especially in Yonkers and Mount Vernon.

The market areas contain offices of many of the largest financial institutions in the United States
with ample ability to compete against us for deposits and loans. Also included in the market area are
offices of other financial intermediaries such as insurance companies and securities brokerage firms
that compete with us. The New York metropolitan area has an extremely competitive banking
environment, generating substantial competition in all areas of our business. Competition is especially
intense for commercial mortgage loans, with both New York based and out of state lenders competing
for loan opportunities. We seek to distinguish ourselves from our competition by providing personalized
service and working with small businesses that are often ignored by many of the larger banks.

Prime Savings Deposits and Our Dramatic Growth

In recent years, our most significant deposit category has been our prime savings deposit
program. This program, which initially paid an interest rate of one-half the prime rate plus 0.25%, has
resulted in a dramatic increase in deposits since 2001. The increase in prime savings has been the
principal reason for our increase in total assets from $145.8 million at year-end 2001 to $216.9 million at
year-end 2002 and $320.5 million at year-end 2003. In July of 2003, we decided to reduce the growth of
prime savings deposits, so we took a number of steps, culminating in a reduction in the interest rate on
the account by 0.25% and a moratorium on opening new prime savings accounts. On December 31,
2003, the prime savings deposits stood at $180.3 million.

The large volume of prime savings deposits has had a number of effects on our financial
condition and operating resuits. The growth in prime savings deposits has reduced our regulatory
capital ratios. For the third quarter of 2003, Country Bank’s Tier | leverage capital ratio was 4.73%.
Tier 1, or core, capital is equal to common stockholders' equity less net unrealized holding losses on
available-for-sale equity securities with readily determinable fair values. FDIC and Federal Reserve
regulations provide for various adjustments in determining Tier 1 capital, such as the addition of
perpetual preferred stock and the deduction of certain intangible assets, investments in financial
subsidiaries and the value of certain nonfinancial equity investments. None of these adjustments
have any applicability when determining Tier 1 capital for us or Country Bank. Although we were still
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classified as adequately capitalized under FDIC regulations, we were no longer classified as weli-
capitalized. In addition, the influx in prime savings deposits provided a large increase in funds we had
available for investment. We invested the remaining funds in lower yielding securities and overnight
investments pending reinvestment in loans. This decreased our average asset yield and our interest
rate spread.

In order to increase our capital, members of the Board agreed, directly and through related
interests, to purchase $1,041,900 of our stock effective December 31, 2003, at the same price that
stockholders must pay to exercise their priority rights. The purchase, together with our efforts to reduce
asset growth, increased our capital ratio to 5% for the quarter ended December 31, 2003. The stock
was offered to and sold to directors and their related interests because they qualified as accredited
investors under Securities and Exchange Commission regulations and thus we could sell the stock to
them quickly without the preparation of extensive offering materials and SEC clearance. We have
designed the terms of the priority rights of stockholders to give all of our stockholders the same
opportunity to purchase our stock that we gave to our directors.

Lending

Lending Activities Generally. Our primary lending activity is making commercial mortgage
loans to small businesses. We seek to originate principally adjustable rate loans with interest rates that
fluctuate based upon changes in market interest rate conditions. In the current low interest rate
environment, borrowers tend to favor fixed rate loans, and thus it has been difficult for us to originate
sufficient adjustable rate loans to keep up with our deposit growth. We have been originating fixed rate
loans to deploy available funds, but we continue to concentrate on adjustable rate loans and our fixed
rate loan originations are primarily short term balloon loans with maturities of five years or less. At
December 31, 2003, our loan portfolio, net of deferred loan fees and the allowance for loan losses, was
$162.1 million, representing 50.6% of total assets. This compares to a loan portfolio, net, of $116.7
million, or 53.8% of total assets, at year end 2002. Approximately $126.3 million, or 77.5%, of total
loans, were either adjustable rate loans or loans with remaining maturities of one year or less.
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We have a multi-tiered process for loan approvals. Senior loan officers and the President each
have the authority to approve loans for amounts established by the Board of Directors. Loans in excess
of these approval limits must be approved by a committee of loan officers chaired by the Executive Vice
President. The executive committee of the Board of Directors must also approve loans in excess of
$250,000 and the Board of Directors must approve loans in excess of $1,000,000.

The maximum amount of loans which Country Bank may make to one borrower is limited by the
New York Banking Law. Generally, the bank is permitted to lend no more than 15% of capital to any
one borrower for an unsecured loan and no more than 25% of capital for a secured loan. At December
31, 2003, Country Bank's capital was $15.7 million, resulting in an unsecured loan to one borrower limit
of approximately $2.3 million and a secured loan to one borrower limit of approximately $3.9 million.
Country Bank is also prohibited from making one or more mortgage loans on the same parcel of
property in an amount in excess of 15% of its capital. These rules do not apply to loans made by
Country Bank Holding Company, Inc., directly at the holding company level, but it is not currently
engaged in the business of making loans itself directly.

Mortgage Loans. Mortgage loans represent the largest category of loans in our portfolio.
Mortgaged properties principally include commercial facilities, multi-family apartment buildings and
mixed use properties that combine residential and commercial uses. Mortgage loans secured by
commercial properties are generally commercial purpose loans made to the company owning the
property, with the income from the property or the borrower's business on the property being the primary
source of repayment. Occasionally, we make commercial loans secured by mortgages on the homes of
the principals of the borrower, and loans to individuals and entities secured by one-to-four family
residential property held for investment and rental. We also make mortgage loans to non-profit entities
secured by their facilities. Mortgage loans totaled $121.9 million, or 74.8% of gross loans, at December
31, 2003, compared to $80.0 million, or 68.1% of gross loans, at December 31, 2002.

We make mortgage loans because management believes that those loans provide an
appropriate balance between the high rates but greater risks of unsecured or personal property secured
commercial and consumer loans and the low rates but low risk of investing in investment quality
government and agency debt securities. In order to manage the risks associated with mortgage
lending, we follow these rules for most mortgage loans:

» We require an appraisal by a qualified independent outside appraiser;

=  We will not lend more than 75% of the lower of purchase price or appraised value of the
mortgaged property; and

* We underwrite mortgage loans based upon the borrower’s ability to pay the loan as the
primary source of repayment, with the real estate collateral being the secondary source of
repayment.

Commercial and Multi-family Mortgage Loans. We make commercial and multi-family
mortgage loans secured by multi-family apartment buildings, mixed use properties combining
commercial and residential uses, and traditional commercial use properties such as retail facilities and
warehouses. The interest rates, in most cases, adjust based upon changes in the prime rate, with a few
loans adjusting based upon changes in Treasury bill indexes. We occasionally make fixed rate
commercial mortgage loans and we made more of those loans in 2003 due to customer demand.
Substantially all commercial mortgage loans with fixed rates mature in five years or less. We almost
always require full recourse to the borrower, and we often also require guaranties from the principals of
the borrower.
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Commercial and multi-family mortgage loans represent the largest component of our loan
portfolio. We concentrate on these loans rather than one-to-four family residential mortgage loans
because they generally have higher yields and shorter terms to maturity. However, commercial and
multi-family mortgage loans are generally considered to present greater risks than residential mortgage
loans. We seek to protect against these risks by maintaining acceptable loan to value ratios,
underwriting loans based upon available cash flow to repay the debt, and requiring personal guarantees
as additional support for the loan. We had $100.2 million of commercial and multi-family mortgage
loans at December 31, 2003, representing 61.5% of our loan portfolio, compared to $59.8 million, or
50.9% of our loan portfolio, at December 31, 2002.

Residential Mortgage Loans. In the past, we made owner-occupied one-to-four family
residential mortgage loans, but we have not done so for a number of years. We de-emphasized
residential mortgage lending and focused our efforts on commercial mortgage lending due to the highly
competitive nature of residential mortgage lending in our market areas. However, we continue to make
mortgage loans secured by one-to-four family residential property for business purposes, including
loans to finance or refinance the acquisition of such properties for rental and investment or loans for
other purposes in which a borrower or a guarantor pledges a personal residence as security for a
business purpose loan. That type of loan represents all of the increase from 2001 to 2003 in loans
classified as secured by one-to-four family residential property. We are working to develop a program
to originate owner-occupied residential mortgage loans and sell them immediately on the secondary
market. The purpose of this program would be to satisfy customer demand and maintain customer
relationships. We do not anticipate that it will become a major part of our lending activity.

Construction Loans. We occasionally make construction loans for the rehabilitation of
commercial property. These loans are made on existing properties based upon an evaluation of the
creditworthiness of the borrower, the value of the existing real estate, and the anticipated value upon
completion of the renovation. All construction loans have adjustable interest rates and terms to maturity
are generally one year or less. We had $2.0 million of construction loans at December 31, 2003,
compared to $3.1 million at year end 2002. None of these loans were for the development of, or
construction of improvements on, vacant land.

Commercial Loans. We make loans to individuals and small businesses for business
purposes. These loans are either unsecured or secured by business assets, guaranties of principals,
bank deposits or marketable securities. We are permitted to invest an unlimited percentage of our total
assets, subject to reserve and liquidity requirements, in commercial loans. At December 31, 2003, our
commercial non-real estate secured loan portfolio totaled $39.5 million, or 24.2%, of gross loans,
compared to $35.4 million, or 30.1% of our loan portfolio, at December 31, 2002.

Commercial loans present credit risks due to the importance of satisfactory business operations
to the repayment of the loan. Business difficulties can result not only in the inability of the business to
repay the loan, but may also cause financial difficulties for the guarantors who are often principals in the
business, thus making them unable to honor their guaranties. Personal property collateral for business
loans, such as inventory, machinery and equipment, is often difficuit to repossess and sell to satisfy the
debt and can rapidly depreciate in value.

We seek to protect against the credit risks associated with commercial lending by reviewing the
financial history of the business, making an assessment of the quality of the company's management
and obtaining as much collateral as practicable under the circumstances. We also monitor the business
operations of our commercial lo